


Chapter 3
Current Status & Intentions of Wisconsin Pork Producers

The number of Wisconsin pork farms has dropped from 21,000 in 1980 to 7600 in 1994 while the average

number of hogs per farm has increased rapidly.

Graph 3-1. Hog Farms in Wisconsin (1965-94)
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Age of Buildings

To determine future trends in numbers of pork
operations in the state, pork producers surveyed were
asked several questions on their current status and
intentions.

Table 3-1.

What is the Average Age of Your Pork Buildings
Average Age Of Buildings (Years)

Size of Herd Gestation Farrowing Nursery  Finishing
1000+ 23 23 18 20
500-999 24 20 14 24
250-499 20 27 23 25
100-249 25 26 26 28

Wisconsin farrowing facilities are starting to age
and the largest producers report the newest facilities
possibility due to recent efforts to expand. The aver-
age age of nursery and finishing facilities was also

13

Size of Herd

1994

5Ty
©
(2]
@
=y
©
©0

1984
Years

lower for hog farms with more than 500 head (Table
3-1 - Oct. 1994)

Intentions of Wisconsin Pork Producers to
Sell Facilities

An analysis was made of the intentions of Wis-
consin pork producers to determine the number plan-
ning to sell or retire during the next 12 months dur-
ing late 1994 and early 1995.

Table 3-2.
Do You Plan to Sell Your Pork Facilities

Within the Next 12 Months?

Percent (Yes)
1000+ 1%
500-999 9%
250-499 5%
100-249 39%




Table 3-3.
Do You Plan to Retire From Your Pork

Operation During the Next 12 Months?
Size of Herd Indicating Retirement

Larger producers indicated that few plan to sell
in the next 12 months. The large percentage of
smaller producers reporting that they plan to sell was
probably influenced by the extremely low hog prices

during the survey period. (Table 3-2, previous page). (Head) (Number)
. 1000+ 1

Retirement 500-999 12
The study indicated that only a limited number 250-499 8

of producers in the largest group will be leaving the 100-249 7

industry because of retirement. More producers in
the 500-999 head group reported plans to retire in
the next twelve months than in the other three cat-
egories (Table 3-3).

Graph 3-2. Percent of Producers Reporting That Their Facilities Would Stay

in Business Upon Retirement or Sale - 1994
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Status of Facilities Following Retirement or Sale

It is expected that some of the Wisconsin pork
producers will be retiring or selling each year. Pro-
ducers participating in the survey were asked if their
facilities would remain in business upon retirement
or sale to determine the impact of their exit from the
pork industry.

About seventy percent of the largest producers
indicated that they felt that their facilities would re-

main in business following retirement or sale. Forty-
one percent of the 500-999 head group indicated that
their operation would stay in business with only 30%
of the 250-499 head group reporting their facilities
would be used for pork production after retirement
or sale (Graph 3-2).
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Expansion of Facilities and Plans for the Future

An analysis was conducted to determine if Wis-
consin producers have followed the national trend
to expand buildings and facilities. Producers in all
size categories were asked if they had expanded fa-
cilities during the past 12 months.

“Table 3-4.
Have You Expanded Your Pork Facilities
Within the Past 12 Months? Oct. 1994
Size of Herd Percent (Yes)

1000+ ‘ 17%
500-999 6%
250-499 2%
100-249 3%

Data from respondents indicated that most of the
expansion during the past year in Wisconsin was re-
ported by producers with over a thousand hogs (Table
3-4).

New Pork Facilities

Producers were then asked a closely related ques-
tion concerning the building of new facilities during
the past year.

Data from respondents clearly indicate that most
of the new pork facilities constructed during the past
year in Wisconsin were completed by producers with
over 500 hogs (Table 3-5). ‘

Table 3-5.
Did You Build Any New Pork Facilities
Within the Past 12 Months? Oct. 1994
Size of Herd Percent (Yes)

1000+ 14%
500-999 11%
250-499 2%

100-249 3%

Future Expansion of Facilities

Pork producers are reporting plans for expansion
during the next twelve months. Most of the expan-
sion planned will be in the producers group with 500-
999 hogs (26%) and the group with over 1000 hogs
(13%). Plans for expansion in the groups with 100-
499 hogs were limited (Table 3-6).

Table 3-6.
Are There Any Plans to Expand Your Pork
Facilities Within the Next 12 Months?

Oct. 1994
Number Head Percent (Yes)
1000+ 13%
500-999 26%
250-499 2%
100-249 3%
Type of Siting Used in Pork Production
Single Site:

Nearly half of the producers reported they were
using a single site system for pork production. Sixty-
two percent of the producers with 250-499 indicated
they are currently using the single site system (Graph
3-3, next page).

Multi-Site:

Recently there has been a growing number of
producers using multi-site systems to reduce disease
and to take advantage of specialization using mul-
tiple locations.

Larger producers reported a wider use of multi-
site production systems. Twenty-nine percent of the
500-999 head group and forty-one percent of the
1000 and over group indicated utilization of the
multi-site system (Graph 3-4, next page).
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Types of Buildings Used

An attempt was made to identify types of build-
ings currently used by pork producers. Larger pro-
ducers used the most confinement buildings for ges-
tation, farrowing, nursery and finishing. Less than
three percent of all operators used open lots for far-
rowing.

Smaller operations reported using more open lots
for farrowing. This group of pork producers also in-
dicated using more open ventilated buildings.

Factors Considered Important in
Siting Buildings
Recent environmental concerns have resulted in

new regulations and guidelines for siting pork fa-

cilities. Producers participating in the survey were
asked to rank a list of building siting concerns in
order of importance.

The leading concern or factor listed in siting hog
buildings involved Department of Natural Resource
regulations. Real estate taxes were ranked number

two by smaller producers and number six by the
larger producers. Township ordinances and neigh-
bor attitudes were of greater concern to larger pro-
ducers. Distance to markets was a greater concern
to smaller producers. Acreage available for manure
disposal was ranked high by all producer groups.

Table 3-7.
Factors Most Important In
Siting Hog Buildings

100-499 Head 500-1000+ Plus
(Rank) (Rank)

1. DNR Regulations

2. Real Estate Taxes

3. Distance to Mkts.

4. Acreage Available

5. Township Ordinances
6. Soil Types

7. Neighbor Attitudes

8. Climate Conditions
9. Roads & Highways

1. DNR Regulations

2. Township Ordinances
3. Neighbor Attitudes

4. Acreage Available

5. Soil Types

6. Real Estate Taxes

7. Climate Conditions
8. Roads & Highways
9. Distance to Mkts.

Graph 3-5. Percent of Producers Reporting Use of "All In-All Out” System
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Production Methods and Practices Used
Producers in the survey were asked if they were
using several newer pork production practices. Ad-

equate buildings, facilities and adoption of new tech-

nology and practices may all be necessary to increase
pork production in Wisconsin

" All In-All Out" System

The use of the "all in - all out" system has been
widely adapted by producers with over 1000 head
of hogs (42 percent). Less than twenty percent of
the producers with 100-999 head had adopted the
production practice (Graph 3-5, previous page).

Split Sex Feeding
The production practice of split sex feeding has
been adopted by many of the larger pork production

units nationwide. Wisconsin producers in the sur-
vey were asked if they used the practice of split sex
feeding.

Survey data revealed that 22 larger Wisconsin
producers (over 1000 head) reported using the split
sex feeding system. Only seven producers in the 100-
999 head groups reported adopting the split sex feed-
ing program (Graph 3-6).

Artificial Insemination

Artificial insemination (AI) has been available
for many decades but new technology and practices
have increased Al use in recent years. Only twenty-
two producers in the survey indicated they use arti-
ficial insemination in their herds. Seventeen produc-
ers reported plans to use Al in their swine herd in the
future.

Graph 3-6. Use of Split Sex Feeding
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Chapter 4
Wisconsin Pork Producers and the Environment

The Environment

About three-fourths of the largest pork produc-
ers reported storing manure in pits, while one-fifth
used lagoons and nearly half also utilized solid stor-
age (Table 4-1). In the middle two size categories,
very few (less than 10%) utilized lagoons. Most were
about evenly divided between using pits and solid
storage. About three-fourths of the small pork pro-
ducers relied on solid manure storage while about
one-sixth used pits and extremely few used lagoons.

Table 4-1.
What Type of Manure Storage
Do You Use?

Size of Pit ~Lagoon Solid Other
Herd (%) (%) (%) (%)
1000+ 76 20 44 3
500-999 44 4 47 6
250-499 42 9 47 2
100-249 16 3 74 7

The vast majority of the manure was handled by
spreaders, particularly among smaller pork produc-
ers. Liquid manure injection was utilized by over a
third of the largest producers but its use declined
rapidly as the size of the pork operations decreased
(Table 4-2). The traveling gun method was used by
13% of the largest producers but was very rare in
the smaller categories. Only several of the very large
producers used the center pivot system.

Table 4-2.
What Type of Manure Handling Do You Use?
Center Liquid Traveling
Size of Pivot Injection Gun Spreader
Herd (%) (%) (%) (%)
1000+ 4 37 13 68
500-999 2 19 5 74
250-499 0 14 2 84
100-249 0 3 0 97

The timing of manure application varied consid-
erably. There was a tendency for the larger produc-
ers to apply manure less often than the smaller pro-
ducers. Relatively few, about one-tenth, applied ma-
nure daily, but weekly application was quite com-
mon, ranging from 28% among the largest to 49%
among the smallest production units (Table 4-3).
About half of the largest farms reported seasonal ap-

19

plication, while only about one-fourth of the farms
in the other categories did so.
Table 4-3.
How Often Do You Apply Manure
In Your Operation?

Size of Daily Weekly  Monthly  Seasonally
Herd (%) (%) (%) (%)
1000+ 7 28 17 48
500-999 14 39 19 28
250-499 18 42 15 25
100-249 3 49 19 29

Very few pork producers reported any neighbor
complaints about environmental problems. About
one-sixth of the producers in the largest two catego-
ries reported neighbor complaints about odors (Table
4-4). Complaints about traffic, noise and runoff prob-
lems were almost nonexistent.

Table 4-4.
Have You Had Any Complaints from
Neighbors About Your Pork Operation?

Size of Odors Traffic Noise Runoff
Herd (% Yes) (% Yes) (% Yes) (% Yes)
1000+ 17 2 0 1
500-999 14 6 3 3
250-499 10 0 0 0
100-249 3 0 3 0

More than one-half of the pork producers re-
ported that their pork facilities were within one-quar-
ter mile of their closest neighbor's residence (Table
4-5). Over 98% of the producers in the largest cat-
egories reported that their operations were less than
a mile from their nearest neighbor's house. About
one-tenth of the producers in the smaller two cat-
egories reported that their pork operations were more
than one mile from nearest neighbor's house.

Table 4-5.
What Is the Distance from Your Pork Operation
to Your Nearest Neighbor's Residence?

0-.25 25-1.0 1.0-2.0 2.0+
Size of Miles Miles Miles Miles
Herd (%) (%) (%) (%)
1000+ 50 48 2 0
500-999 69 31 0 0
250-499 51 41 4 4
100-249 60 28 6 6




The average pork production operation was about
4 to 6 miles from the nearest town (Table 4-6). In
about three-fourths of the cases, the nearest town had

Table 4-7.
What Is the Population of Your Nearest
Town or City?

a population of less than 5,000 (Table 4-7). Number of People
Size of 0-5,000 5,000-50,000 Over 50,000
Table 4-6. Herd (%) (%) (%)
What Is the Distance from Your Pork 1000+ 74 24 2
Operation to the Nearest Town or City? 500-999 72 25 3
Size of 250-499 76 22 2
Herd Miles 100-249 85 15 0
1000+ 6.4
500-999 4.2
250-499 6.4
100-249 4.7

20




By Betsy Freese
Livestock Editor
y the year 2000, 50 million
menopausal women in the U.S.
will be candidates for estrogen
therapy. What does this expanding
market mean to agriculture? The active
ingredient in Premarin, the leading
estrogen replacement drug and the
most prescribed drug in the nation after
amoxicillin, is conjugated estrogen
processed from pregnant mare urine.
There are 425 horse ranchers in
Canada and 25 in North Dakota pro-
ducing conjugated estrogen for Wyeth-
Ayerst Laboratories, the makers of
Premarin. The waiting list is long. But
a new company has started up in

The process
of collecting urine
is comparable to
collecting bulk milk
from dairy farms.
Coliection vessels
are placed on mares
(far right), then
Beverly Schubert
dumps the urine into
a stainless tank. The
urine is shipped under
refrigeration to the
processing plant.

Minnesota to challenge Premarin.
Natural Biologics (NB) has opened a
$9 million processing facility in Albert
Lea to produce the first generic version
of Premarin. FDA approval is pending.

NB contracts with farmers to house
50 or more mares and collect urine dur-
ing their pregnancies. Equipment from
dairy farms is often used in the urine

" collection barns. Mares are fitted with
~a harness and collection vessel, a flex-

ible gravity-flow noninvasive device:
Mares are exercised and given stall
space for freedom of movement.
Including the foal, producers gross
$1,200 to $1,800 per mare. NB pro-
vides instructions on facilities, collec-
tion equipment and operation. Contact
NB for more information.

SUCCESSFUL FARMING, OCTOBER 1998

Dave (above) and Beverly
Schubert raise Percherons near

Brainerd, Minnesota. Their mares, plus
Clydesdales and Belgians leased from
neighbors, are used to produce conju-
gated estrogen for Natural Biologics:
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District hog prices

hit historic lows

By EDWARD LOTTERMAN
Agriculture Editor

“It’s just like I stuffed a $50 bill in the
ear of every one of them hogs as they
went on the truck.” That mildly expur-
gated statement by a Minnesota farmer
expresses the frustration felt by many
district hog producers in late 1998 as
prices dropped precipitously,

Several producers expressed dismay
with hog prices at a special ag crisis
meeting convened by South Dakota gov-
ernor Bill Janklow in- mid-September.
Prices had just dropped below the $30
per hundredweight level at that point.
By the end of November prices were well
below $20, with one buyer quoting a
price of $14.52 in Thanksgiving week.
And in December prices fell still further,
dropping below $10 at scattered points
on several days.

These are the lowest prices in current
dollars since mid-1965, and, adjusted for
inflation, the lowest prices ever in the
history of the United States, well below
those of 1933 when the incoming
Roosevelt administration took:the step
of killing baby pigs in a controversial
effort to curtail supplies. While current
prices had recovered to about $20 per
hundredweight by mid-January, they
were still well below 1997’s average pnce
of about $53.

Supply is the key issue in thls price
trough. The U.S. Department of
Agriculture estimates that 1998 produc-
tion will hit 18.1 billion pounds of pork,
up by 2.7 billion pounds over 1997. That
translates to a 17.5 percent increase.
And while grain producers can blame
reduced demand in Asia for at least
some of their price woes, this is not true
for pork. Exports through September
are reportedly up 28 percent over the
same périod in 1997.

Americans are eating more pork, too,
as sharply lower prices at the farm trans-
late into modestly lower prices in super-
markets. In the first 9 months of 1998,
Americans ate 7.6 percent more than in

-1997, a large increase considering that ,

prices have dropped only 2 percent at
the meat counter.

Only on the Web

For those interested in learning more
about the Roosevelt administration’s
attempt to curb hog supplies through a
controversial killing program, visit the
Minneapolis Fed’s Web site and click
on fedgazette to find the article, “The
porcine slaughter of the innocents.”

minneapolisfed.org

Canadian imports

As producer anger about low hog prices
spreads, the issue of the impact of hogs
imported from Canada is becoming a
hot one in parts of the Ninth District. It
is a much bigger issue in eastern South
Dakota and southwestern South Dakota
than in other pork-producing areas such.
as Iowa, lllinois, Missouri or North
Carolina.  That is because m:myb
Canadian hogs. are slaughtered at the
John Morrell plant in Sioux Falls, S.D.
While hog imports are not large relative
to domestic production, they are highly
visible when they roll down Interstate
29, which parallels the Minnesota-

. Dakotas border.

Furthermore, following protests earli-
er in 1998 on grain imports from
Canada, some political leaders have
seized on Canadian hogs as the primary
reason for.low U.S. prices. Just how
important are these imports?

There is litde evidence that such™
imports are a significant factor in low
prices. Hog imports have increased in .
recent years, from around 1 million per
year in the early 1990s to nearly 4 mil-
lion in 1998. That is a lot of hogs, but
still only about 4 percent of total US.
slaughter. Moreover, the increase in
shipments from 1997, when hog prices
were quite favorable to producers, to
1999 is less than a million head. It is
hard to make a convincing case that an
increase in imports equal to 1 percent of
total slaughter is responsible for a 60
percent or more drop in prices.

Contract prices

The changing structure of the hog
industry (see the April 1996 fedgazette,
onrline at minneapolisfed.org) may con-
tribute to a gap between the publicized

“spot” prices paid for hogs in open mar-
kets and the average received by all pro-
ducers. As hog production has shifted
into largerscale facilities, an increésing:,
proportion of total production has
come under some form of vertical inte-

" gration involving contractual relation-

ships with feed suppliers or with hog
processors. Such contracts usually con-
tain price provisions, including some
minimum price or some formula link-
ing prices to market conditions and feed
costs. These contractual price provisions
are frequently not disclosed to the pub-
lic, though individual producers some-.
times share such information with’
friends and neighbors.
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words is “price discovery” as accurate
and as transparent as it would have
been without the contracts?

Some smaller independent hog pro-
ducers call for the prohibition of pack-
er contracts, saying that they are too
onesided and that an individual pro-
ducer has little bargaining power com=
pared to a packer. But other producers
and some hog producer associations
maintain that the contracts are freely
entered into by both sides and that the
majority of all hogs are still sold in
daily spot markets. A number of farm
organizations and some livestock econ-
omists have proposed that packers be
allowed to continue to offer contracts
under whatever terms they see fit, but
that these firms also be required to
publicly disclose the terms of such con-
tracts and how many animals they buy
each day or week on contract. Reports |

Agriculture’s Packers and Stockyards
Administration, the agency mandated
to regulate the industry.

Many observers note that the poul-
try industry went to a system of nearly
100 percent contracting and that itis a
vibrant one with growing market share
and relative financial stability for both
producers and processors. While they
differ in opinion as to whether or how
soon contracting will come to domi-
nate pork production to the degree it
does poultry, they generally agree that
such vertical integration need not pose
a threat to the family farm. Most |
turkeys and chickens are raised in facil-
ities owned and managed by families.
But some hog producers argue vehe-
mently that they will become mere
“hog janitors,” in the words of some,
contractual servants of packers, with
little real independence in manage-
ment or other decision-making.

Coming on the heels of ongoing
spirited debates about the environmen-
tal effects of the expansion of large,
capitakintensive hog facilities, the cur-
rent collapse of prices should ensure

- that hogs are the center of many dis-
cussions during legislative sessions in
many Midwestern states in 1999.

—FEdward Lotterman

There is concern on the part of some
in the industry that as the proportion of
all hogs sold in public markets becomes
a smaller fraction of total output, mar-
ket prices are becoming more volatile
and more susceptible to manipulation
by large buyers or sellers. These con-
cerns have been a matter of public dis-
cussion for some time, but recent low
prices have added fuel to the fire.

Regardless of whether publicly
quoted prices are manipulated, the
increasing degree of contracting does
mean that many producers are getting
more for their hogs than the spot
prices quoted in the media. Several
bankers responding to the
Minneapolis Fed’s fourth quarter agri-
cultural credit survey noted this differ-
ence, commenting that some of their
customers who are in contract rela-
tionships are doing better than the
purely independent producers who
sell their hogs on a day-by-day basis.
(See page 7 for survey report.)
~ Public policy questions of pricing
and structure aside, the current price
drop once again illustrates the interac-
tion of biology and economics. In late
1996 and through most of 1997, hog
producers were doing quite well in
comparison to cattle ranchers and pure
grain farmers. Hog prices in the high

$40 to low $50 range were high enough

to motivate ongoing construction of

large facilities and, at the same time,

increase production by “swing” produc-
ers with low input or fully depreciated
facilities. It was a simple textbook

example of producers responding to a_

favorable price signal.

In comparison to cattle, hog produc-
tion can be ramped up quite quickly.
Cows grow slowly and are not physiolog-
ically ready to calve until they are more
than two years old. They have nine-
month gestations, and virtually all births
are singles. Hogs can give birth at a little
over a year, and their gestation is -only
the “three months, three weeks, and
three,” learned by every Midwestern
farm boy. Rather than single births, pigs
come in litters with an average of nine or
more pigs surviving. A hog can be sold
for slaughter at 230 pounds at less than
six months of age. The potential for a
rapid increase in hog output is tremen-
dous. Unfortunately, it means that hog
prices can drop precipitously, especially
as thousands of uncoordinated produc-
ers all respond to the same price signal
at the same time.

Low prices, heal thyself

Low prices usually bring an end to low
prices, just as high prices cure high
prices. The extreme low prices experi-
enced at the end of 1998 will force
resources out of production in one way
or another, and production will drop
sooner or later. Prices will then rise. Itis

not clear how long this will take, or
what proportion “of resources will be
“forced out of production” through the
bankruptcy or liquidation of the
resources’ owners. In January 1999,

- futures contract prices indicated mar-
ket expectations of substantial price

increases by July of this year. That may
well occur, although futures markets
did not give six months’ warning of the
low prices received in late 1998.

And one of most baffling problems
for producers has been that the “basis,”
or difference in price between a con-
tract for lean hogs on the Chicago
Mercantile Exchange and one at coun-
try hog buying sites, recently seems to
have broken down. Futures markets are
one way producers can reduce price
risk in marketing their output. But
hedging production through use of
futures contracts is only a useful risk-
management tool as long as the basis is
consistent or predictable. That simply
has not been true in the chaotic market
conditions that prevailed in many
recent weeks.

As hog production has structurally
changed, different opinions have been
expressed in the relative financial
resilience of large, capital-intensive
units vs. more traditional familyfarm
sized operations. Existing farmers with

‘paidfor or fully depreciated facilities

may be more able to ride out low prices
than some of the capital-intensive, high-
ly leveraged new operations. On the
other hand, now that these new facili-
ties exist, their construction costs are
sunk costs. Even if the initial owners go
bankrupt, someone may be able to buy
the facilities at enough of a discount to
earn cash-flow. The current price
trough may put the industry to a
wrenching, but information-producing,
test of these hypotheses. :

How much
should pork
prices drop?

In the last vear, the price farmers get for
hogs has declined by over 60 percent
while retail prices for pork dropped 2
percent or so. Most producers are out-
raged by this discrepancy. They and
many consumers assume that if farm-
gate prices drop a given amount then
retail prices should drop identically,
either in percentage terms or in cents
per pound. If this does not happen,
they assume that price gouging is occur-
ring somewhere.

In reality, things are not quite as sim-
ple. A decrease in farm level prices does
not affect the cost of transporting
either live hogs or meat, nor that of

slaughtering, cutting, processing, ware-
housing or retailing. So there is no rea-
son why a farm price decline should
reduce consumer prices by exactly the
same percentage.

The argument that retail prices
should decline by the same number of
cents per pound is a stronger one. In
fact, the effective cost per pound of use-
able meat to the packer declines by a
larger absolute number of cents per
pound than does the liveweight. If live
hogs cost $50 per hundredweight or 50
cents per pound, and the useable
dressed carcass is 66 percent of the
liveweight, then each pound of carcass
costs about 75 cents. At 30 cents per
pound liveweight and the same dress-
ing percentage, the carcass cost is about
45 cents. Equal percentage drops, 40
percent in this case, in both live and
carcass weight prices translate into a 10
cents greater drop per pound on a car-
cass basis. .

This of course ignores the packer’s
slaughtering cost and the amount
received by the packer for “variety
meats” and “offal”—those parts of the
live hog such as organs, hide, snouts,
ears, and so on, that have some com-
mercial value but which are not includ-
ed in the carcass weight. The packers’
slaughtering costs are unaffected by
price fluctuations at the farm or meat
counter level. And the value of offal
drops, just as the carcass does, when
supply increases. So as farm prices
drop by 30 cents or more as we have
seen in the past 12 months, the argu-
ment goes, retail prices should drop by
at least that amount and perhaps as
much as 45 cents, even if the percent-
age decrease at farm and retail levels is
not the same. A 30 cents or 45 cents
decrease would be substantially greater
than the 2 percent average retail price
drop seen so far.

Not so fast, packers would respond.
Slaughter costs do not necessarily
change with farm or retail prices. But
they do change when slaughter plants
are pushed to the limits of capacity. That
is clearly going on at present. Hog pack-
ing has been going through some of the
same structural changes as beef packing
over the past decade, with new plants
built, at times in very new locations, and
older plants closed as they find they can-
not compete with newer, more efficient
facilities. The U.S. Department of
Agriculture estimates that the nation’s
hog slaughter capacity declined by
37,000 head per day over the last year. In
October and November 1998, over 2 mil-
lion hogs were being slaughtered per
week in the remaining plants. That
requires running operations 16 or 24
hours per day, six days per week and pay-
ing overtime, which in a labor-intensive
industry such as meat packing, drives up
the average cost of slaughtering.
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$1.5 Million

Wisconsin hég producers, recovering from the lowest
hog prices in five decades, have applied for nearly $1.§
million. in aid payments from the U.S. Depamnent pf Agri-
culture, a USDA official recently told the Wisconsin Pork

Producers Association at their annual meeting last week
in Madison. :

Agency (FSA), said 1,623 Wisconsin }_\og operations
applied for the payments during a special sign-up con-
ducted by FSA February 1-12. “They reported market}ng
272,552 slaughtering hogs and 57,292 feeder pigs during
| the last half of 1998, qualifying them for up to $1.466 mil-

>consin Hog Farmers Seek

Doug Caruso, state director of USDA'’s Farm Service

From USDA

ion in payments.” -
hon’Il‘hé)" p{;;ments are available to smal.l hog operations -
that marketed fewer than 1,000 head during the marketing
perl“(')I(‘:‘[hese farmers will receive $5 for each slagghtered .
hog and $1.80 for each feeder pig, up to a maximum of;;v
$2,500 per operation,” Caruso explained. prever,‘ if ;hgj
total national sign-up exceeds the $50 million a.val.lablﬁ,j,’:t
individual payments will be pro rated to stay within the;:;
national limit.” ' o
" Caruso said he expected the payments to be made in-

early March.

By Jane Fyksen .
Crops/Livestock Editor

Their operations still bleeding red ink, members of the
Wisconsin Pork Producers Association looked to their
national organization for solutions. WPPA held it’s annual
meeting last week in Madison, demanding in one resolution
_that the National Pork Producers Council (NPPC) put “the

_producer’s well-being first.”
The above resolution was prefaced by a couple “where-
” including “prod fell that their interests have not
t the national level” and “pork
mically suffer for the benefit of
the promotion of the pork chain.” WPPA resolved that
NPPC restructure current programming and implement
_ew programming to put the producers’ well-being first and
foremost. ’ -
That was a substitute resolution for a stronger one sub-
mitted by the Columbia County Pork Producers that called
‘or the immediate elimination of NPPC and the pork indus-

A ' /46421 View

‘board, called for maximium emergency producer payments

- 2(25/9s

Brisis on Producers’ Minds
As WPPA Conducts Annual Business

try’s mandatory checkoff. That original resolution (which
wasn't taken up by the membership) called for a voluntary
checkoff - “so as to maintain true accountability” - at a rate
of one-fiftieth of the present checkoff, , .

The Sauk County Pork Producers submitted a -
tion demanding all management. staff at the NPPC and
National Pork Board take a 50 percent cut in wages, effec-

tive immediately. That idea, however, never reached the full -

membership for vote, having failed for lack of a second
motion. ‘

WPPA members also voted to waive the $20 member-

Shi’pdﬁés for 1999 for any producer in financial need -
“financial need” being self-reported by producers.

However, members voted down 2 third resolution ask--

ing USDA for additional direct cash payments to pork pro-
ducers. That failed resolution, submitted by the WPPA

See Pork Producers, on Page 9.




ork Producers

ued from Page 12
0,000 (utilizing receipts for the six months from Oct. 1,
toMarch 31, 1999, at the rate of $10 per weaner/feeder pig
0 per market hog).
mbers went' on record, however, asking that NPPC
its priority to producers’ needs in marketing and for

McDonald's wif

‘market information.” WPPA asks that NPPC fund and develop .

a marketing task force that examines the “spot market prob- - pi
ms” that drove-profitability out of raising pork in 1998 and

then come up with ideas to “insure competitive marketing for
rk producers.” That resolution originated from the- Sauk ' perce

ty Pork Producers, from the convention floor.
WPPA also went on record:

 »:Bupporting state and local referendurns only being held

general elections (due to light voter turnout during spe-

referendums that possibly doesn't reflect the true feelings Iast

the majo f potential voters), :

* Opposing business:relationships that are demmentél to :

rk: producers (this one concerned expressly with vertical

onships.among the players”).

ion within the industry and “the potential for unfair

In favor of mandatory price reportihg onalot:by-lot basis mor

uding contract and spot market sales).

. *Asking NPPC to publish a monthly comparison report on :

fices received by producers and"average retail prices of
Slected pork cuts in major markets. -

“Thanking Governor Tommy Thompson, State Ag
cretary Ben Brancel and key legislators for addressing the

"gancial crisis within the pork industry.
Opposing imposition of sales tax on any farm production
* ‘puts including machinery and equipment.

*t NPPC CEO Al Tank offered an explanation of the price
mmet that's had producers financially reeling. N: ationwide,

oted,; pork producers lost $2.6 billion in equity last year.
happened? Tank said several factors came together

ipitate the well-publicized price plunge. .
First, fourth-quarter hog slaughter set an all-tinie record at
million head. Last year also saw an all-time one-week high

igs killed at 2.5 million. L ke

ird, Tank poi t\ed out, the pork industry ran up against
city in demand. He showed a chart that compared per-
hange in production to percent change in hog prices:
1978 to 1979, production rosé 15.6 percent, while hog"
.dropped 124 percent; production rose 9.2 percent
n.1987 and ‘88, while prices dropped 15.9 percent; but
eat, with a 10:1 percent increase in production, prices fell -

hy inelasticity? “On the méat side,”

g to pay to buy pork.” On the “pig side,” he noted,

P are a lot more pigs being tied up with packing plants.”
dustry is moving away from spotmarkets. . :

ing to sli

imping over the No. 1 meat (per capi
um. Pork enjoyed a 7.7 percent increase
year -‘at a time when no other meat was posi
less weight basis, the U.S. consumed last
pork per capita - 5 pou ore th: '
noted, registe ] )
ever on pork back .to 1
(Chicken'’s best:

producers’ share has gone the o
“retailers don't care, what they f

"

e, there are fewer plants competing for pigs these

 creating more volatility in prices amc t con
i res nkfears that pork producers may

d to “enter into yrelaﬁonshjps with the end-
the cost center in the marketing

ong those left com-

lected to the board is Gad Goe well, wh
‘selected to represent WPPA on the of
Breeders-. ciati Vol

- awards went to Dodge County Pork Producers

Southeast Wisconsin Pork Producers: The Gi
he large group award

t Co




To Be Reviewed In Assembly Hearing

The Assembly Agriculture Committee
ill hold a public hearing to discuss the
urrent crisis in the Wisconsin hog

, according to the Chairman of the
ommittee State Representative Al Ott
R-Forest Junction).
- Hog prices are currently the lowest they
‘ave been since 1971, at less than $20
_er hundred weight, while costs at the
>tail level remain high.

“I have received contacts from a

_umbser of people about the plummeting
rices for hogs and their concerns about

e future of the industry in the state,” said

)t “I decided to schedule a hearing on
1e subject so we could try to get some
nswers as to why this is happening.”
The Committee will hear testimony ﬁom
vited speakers knowledgeable about the

various aspects of the hog industry,
including the state of the hog industry in
Wisconsin, national and international
views, and producer, processor,
marketing and retail perspectives. After
the overview from the invited speakers,
public testimony will be taken.

“There are many layers of the hog
industry,” said Ott. “With this hearing I
want to get a complete picture of the

industry and hopefully find a way to deal

with this crisis.”

The hearing is scheduled to take place
in Madison on Thursday, December 17,
in Room 417 North of the State Capitol.

Invited speakers will address the

Committee from 9:00 am to 12:00 pm.

Public testimony will begm at1:00pm. .

Interested persons are invited to attend

1999 Lafayette County
is crowned by Jamie

REP ALVIN OTT 20004784

PO BOX 8853
- MADISON, Wi 53708-6953
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GoVérnor Declares Hog

Market Crisis an

Emergency
WPPA applauds

-the hog market crisis an emergency. In
December, Governor Thompson
 directed the Wisconsin Housing and
- Economic Development Authority
- (WHEDA) to examine ways in which
their financing programs could be used
to help Wisconsin pork producers.
WHEDA s review resulted in a

program that would not require
additional state money or statutory
change. The plan provides up to $5
million in guarantee loans to pork
producers.
‘Under the proposal, all pork
producers would be eligible for the loan.
The loan would carry a 90% guarantee.
Producers seeking loan assistance will
‘work through their local lending
_institution. The maximum loan limit is
- $50,000 including other CROP loans.
- CROP loans max out at $20,000. The
_ borrower must apply for the guarantee
- prior to July 31, 1999.
The Joint Committee on
Finance must approve the criteria before
the program can be released. If
‘approved, loans may be available by
February 1 on a first-come, first-serve
basis. Watch the WPPA web page at

- www.wppa.org for updates.

Governor-
- Thompson’s executive order to declare

proposed emergency loan guarantee

Several Wisconsin Pork Producers Packed the
Assembly Agriculture Hearing on Dec. 17.

Producers Voice
Concerns at
Assembly Ag Hearing

Wisconsin’s Assembly Agriculture
Committee held an informational hearing on
December 17 in Madison. The hearing
focused on the current market crisis

snuailon

Over 250 people, mostly pork -

producers, attended the hearing.

Chairman Al Ott and committee
members listened intently to information -

from invited speakers during the morning
session and testimony from producers in
the afternoon. The hearing brought forward
information about the plight of Wisconsin’s
pork industry and pleas forassistance.

The h )
the seriousney’

High Schoo] ~ POBOX8%%

- received an ey

i

REP ALVIN OTT 20004784

MADISON, Wi 53708-8953

.......................

....................

Winter Ag EXPO ..o 6-7
Market Study .......ccoovveneennnnnne
USDA Programs.......................

...............................

the hearing and asked the Committee
to do what ever it could to help ease the
burden placed on pork producers. -
When asked by Chairman Ott what his
future plans were, Gutknecht replied, “I
want the opportunity to farm.”
Columbia County pork
producer Heather Tessman asked that
her family be given the opportunity to
work together on the farm. “All we are
~ asking for is a fairnlaxi-~Seld, I’'mnot
just want to
money to
sman. “We
es,” stated

T Y
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Large-scale hog farmers
unhappy with ald program

HOG, cont. from page 1

helped out more farmers," he said.
Caruso also pointed out that tradition-
ally, pork producer groups have not
wanted *government programs or inter-
ventions.
Those Wisconsin hog producers who
did sell fewer than 1,000 pigs in the last

half of 1998 have applied for almost $1.5 -

million in aid payments from his agency,
Caruso said.

In a signup period of only 10 working
days — Feb. 1-12 ~ there were 1,523 Wis-
consin hog operations that applied for
the payments. He said those payments
will be going out in early March. '

"They reported marketing 272,552

slaughter hogs and 57,292 feeder pigs’

during the last half of 1998, quahfymg
them for up to $1.466 million in pay-
ments,” Caruso said.

Those farmers can expect to receive $5
for each slaughter hog and $1.80 for
each feeder pig with a maximum pay-
ment of $2,500 per operation. Caruso
said that if the national sign-up exceeds
the $50 million that was earmarked for
the aid, individual payments will be re-
duced on a prorated basis to stay within
that budget limit.

Because of the poor market prices for

hogs in the last half of 1998, FSA has’
done several things to help the industry,

Caruso said. "USDA purchased $107

IT PAYS TO
ADVERTISE
IN THE
WISCONSIN
STATE FARMER

million in pork products for federal food
assistance programs in 1998, and is in
the process of purchasing another $60
million worth in the first quarter of 1999,
plus another 50,000 tons of pork for the
Russian food-aid package," he said. -~
The agency has also approved pork as
an eligible commodity for export. credit
guarantees, and will ‘include pork in an
export guarantee for South Korea.
The USDA has also added $80 mil-

"lion, Caruso said, to its voluntary pseu-

dorabies eradication” program which
could remove up to 1.7 million hogs

‘from the market. That move, he ‘said,

could not only help balance the market -
forces by reducing supplies of hogs, but
could also help the country achieve pseu-
dorabies-free status for the United States
much sooner than planned and could.
open up new foreign market opportum-
ties.

"The administration continues to make
progress in negotiations to lower tariffs
and expand market access for U.S. pork
going into Venezuela, Singapore, Tai-
wan, the Philippines, Jamaica and Ar-
gentina," he said. :

The USDA also conducted lengthy ne-
gotiations to get Canadian authorities to
allow the entrance of slaughter hogs
from 33 pseudorabies-free states into Ca-

nada without the 30-day quarantme peri-
od that had been required. »

- His own agency, FSA, is authorized to
defer'loan payments on farm ownership
and operating loans that normally were
due on January 1, reschedule loan pay-
ments or write.down portions of a loan
depending on individual c1rcumstanccs
Caruso said. ,

The FSA has imposed a moratorium
on loans for new hog operations.

Caruso noted that USDA Secretary
Glickman has created a Pork Crisis Task
Force within the USDA to recommend
additional actions to help hog producers
through the economic crisis.
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Formula Price Contract
Used for Market Hogs

The low record-setting cash hog market of
998 sparked producer interest in the use and

~ ypes of marketing contracts. The University of

~ [lissouri conducted a checkoff-funded study on
~ehalf of the National Pork Producers Council
~n hog marketing contracts used in January
- 999.
~ Of all hogs slaughtered in January, 64.2 per-
:ent were sold on some type of prearranged mar-
~ teting arrangement, not on cash price. The study
espondents accounted for 81 percent of all mar-
et hogs slaughtered at federally inspected
_lants. Industry sources were used to estimate
- narketing methods used for an additional 10 per-
_sent of hogs slaughtered in January.

ercent, were sold using a formula price con-
~ract, accordmg to Glenn Grimes, ag economist
o the University of Missouri. A formula price
_:ontract sets a sale price according to some
eported price and a formula established by a
 orevious agreement between a producer and
acker. An example would be $1 per hundred-
- veight above a reported price. . ‘
~ Formula contracts are the least advanta-
seous of all contracts during low cash prices.
- Jowever, Grimes said, “the formula contract
~ nay have helped to get shackle space last fall
vhen the available supply of hogs was above
_ laughter capacity.”
~ When producers experienced extremely low
~:ash hog prices last fall, the marketing contract
hat was probably the most advantageous was
~he fixed price tied to feed price or price history
blus a margin for overhead without a ledger
~ naintained. Such a contract was used on 2.9 per-
ent of the hogs marketed in January. Grimes
~ said a ledger records a debit to the producer
- when the cash market price is below the contract
- Jrice or credits a producer when the cash market
~ orice is above the agreed upon contract price.
- During periods when cash prices are above
~ preakeven levels, cash price contracts tied to

The largest share of all contracted hogs 4.2

e

*r
*-
8,

e ot b e O«~a«.‘~.‘n<-w«“«-ﬁ NN S

futures market margins offer additional prof—
itability to the sale, he said.

Spot (cash) market sales accounted for 85 8
percent of the hogs marketed in the study. Spot
prices are determined by supply and demand the
day hogs are sold. "

Producer use of marketing contracts for hqgs
has grown during the 1990s, according (to
Grimes. Based on a pork mdustry structure study
conducted by the University of Missouri in 1995
marketing contracts accounted for about 42 ber—
cent of all hogs sold in 1994.

Hog market contract study results J anuéry
1999:

® 442 percent—Formula price. A price set’by

ed cash price.
* 34 percent—Cash contract. A fixed pﬁce

set by a previous agreement tied to the futures

market.

e 2.9 percent-Fixed, no ledger. This is a ﬁxed
price set by a previous agreement that is tied to
a feed price or hlstory with no ledger main-
tained.

¢ 6.9 percent-Fixed, ledger maintained. This
is a fixed prlce set by a previous agreement tied
to feed prices or history with a ledger mam—
tained.

¢ 3.6 percent-Window, no ledger. Thxs lS a
window contract which is a risk sharing deal
where the packer absorbs some loss below a
designated market price and the packer shares

some gain with a price above a certain level. No
ledger is maintained.

e 1.0 percent-Window, ledger maintained.

This is a window contract with is a risk sharing
deal where the packer absorbs some loss below
a designated market price and the packer
shares some gain with a price above a certain
level. A ledger is maintained.

¢ 2.3 percent-Other. This includes packer-
owned hogs.

* 35.8 percent-Spot (cash) market.

a prevmus agreement, usually based ona qiiot- :



Speakers discuss future of
state’s livestock industry

By Bob Kliebenstein
Regtonal Editor

- MADISON — Economlc reali-
ties for Wisconsin livestock produc-
ers predict a volatile future, said two
speakers who discussed the eco-
nomics of livestock production at the
;Wxsconsm Winter Ag Expo

The speakers were Dick
Vatthauer, a University of Wisconsin-
Madison livestock specialist and
member of the
Consortium for
Animal Agriculture
Resource
Development, and
Dwaine Sievers, an
agricultural finan-
cial consultant.

The consor-
tium, known as
CAARD, was cre-
ated in 1995. It is
an alliance of 23
farm organizations and four state
agencies. The group was formed to
help solve issues faced by state live-
stock producers, Mr. Vatthauer said.
One issue is the steady decline in
livestock production due to low live-
stock markets.

Wisconsin’s livestock industry
has been spiraling downward, Mr.
Vatthauer said. Peak productlon for
sheep and lambs was in the 1930s,
hog production peaked in the early
1940s and beef production saw its
crest in the mid-1970s, he said.
Production for all livestock continues
to decline. :

“That is what caused a group of
_people to convene and discuss-the
drop of this livestock industry,” Mr.
Vatthauer said. “The question is how
do we grow Wisconsin’s livestock
industry over the next 10 years?”

While CAARD represents a num-
ber of organizations, more must be

Dick

Vatthauer

River Falls — to bmaéen thai pro-

included to address other challenges
such as land use and ammal waste,

- he said.’

With 72 countxes — and 72 sets

“of zoning laws — ﬁndlng consensus.

is unlikely, Mr. Vatthauer said.

CAARD distributed a survey to more
than 1,800 county board superv1sors~
seekmg input on what the organiza-
tion should target in its work, but Mr.

Vatthauer noted there have been no
responses yet.

CAARD members are not dis-
couraged by the lack of response and
will work to “adapt, adopt, compete
and profit” for livestock producers,
Mr. Vatthauer said.

‘The organization promotes a pro-
ducer self-certification nutrient man-
agement program, which gives farm-

_ers the lead in developing on-farm

manure management. CAARD is
working with the Department of

- Agriculture, Trade and Consumer

Protection and Wisconsin’s three
agricultural universities — UW-
Madison, UW-Platteville and UW-

gram, Mr.,

Vatthauer said.

Producers must
remain open to
other avenues to
gain profit from
livestock produc-
tion, which could
mean investigating
other types of meat
sources.

Dwaine
‘Sievers

“If you are

spending your time only milking
COWS or raising beef cattle, you could

be missing out on ways to make
money,” he said.

CAARD continues to lobby for
easier access to meat processing
through interstate shipment of meat
and improved price discovery to

inform producers what large packers
pay, Mr. Vatthauer said.

Uniform meat inspection would\
enhance market access for producers
in such areas as Chicago and the
Twin Cites, he said.

Mr. Sievers told farmers to be
prepared for changes regarding
investment to remain in agriculture.

“Pr1nc1ples are the same for
financial planning, whether you are
in dairy, livestock, grain or aquacul-
ture,” Mr. SICVCI‘S said. “As the
changes in agriculture are phenome-
nal, so is that investment.”

Producers must focus on hlttmg
market averages over a 5-year peri-
od, not market peaks, he said. '

“If farmers always try to hit the |
top of the market ... that i is hard to
do. It has been hard to stay positive
with market peaks and valleys ” Mr.
Sievers said. “But it’s important to
remain positive.” '

He said increased environmental
scrutiny is here to stay with stricter
federal rules for manure management
being drafted by the Environmental |
Protection Agency. He encouraged
farmers to foster strong relationships
with neighbors to prevent conflict.

Mr. Sievers said Wisconsin’s
Department of Natural Resources has
only five staff members to handle
state animal waste and municipality
complaints, and thus rely on tips
from neighbors. He urged farmers to
not create any reason for a complaint
to be passed on to the DNR.

‘While many Iobby for expansion
in agriculture, Mr. Sievers urged pro-
ducers to examine what direction
they pursue.

“Bigger is not always better,” he
said. “Sometimes you will see that
Rather than expand, 1mprove your
max}agement practlces i i
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; JAN SHEPEL

‘MADISON

~ The Legrslatures powerful budget
- committee ~ Joint Finance — last Thurs-
 day (Jan. 21) unammously approved a
~ plan to allow an emergency loan pro-
_gram for hog farmers through the quasi-
~ state agency called Wisconsin Housing

~ (WHEDA).

~ On Jan. 13, Gov. Tommy Thompson
~ had signed an executive order declaring
an emergency in the state's hog industry.
That order allowed WHEDA to use $5
million in:funds to guarantee loans to
hog producers in. the state, pending ap-
proval by the budget committee. In De-
~ cember, the governor had asked the
agency to. look for ways it could use fi-
. nancmg programs to help ‘pork produ-
~ cers.

. In December, hog prices dropped to

 and Economic Development ‘Authority

"Jomt Fi nance / |l
VHEDA hog loan

ent of Agriculture

w' s S0 e S i e

under $10 a hundredwerght a pnce level

not expenenced by hog producers since

the Great Depression. This month, prices
have improved slightly to about $30 a
hundredweight. ' '
Co-chair of the finance committee
Brian Burke, D-Milwaukee, said he
briefly considered adding a stipulation to
the hog loan program that would prohibit
large, "corporate” farms from using the
prograi. He said he abandoned that plan

. when he learned that there are only five

,. «hoe;,nrodns;ers in the stafe
*5,000 hogs..(See b

g Mﬁw«,pmw
Officxals from WHE also told him

that the brggest hog farms probably al-
ready have access to commercxal loans
that would dlsquahfy them from | amcx-
pating in the emergency loan program ‘
In order to quahfy for the hog loans
farmers must:
* Prove that they cannot quahfy for

.tradmonal loans;

* Have debts that exceed 40 percent of
assets;
* Prove that assets cash flow and man-—

. agerial abxhty make them a good credrt

risk; and

~+ Not have any outstandmg clnld sup-.

port or maintenance payments.

'This emergency loan program will re-
quire no statutory changes and no addi-
tional state money. WHEDA is the agen-
cy that has been the guarantor for CROP
loans up to $20,000 for state farmers

Y minmas 1O

look at this program.-

ith more than

inance Comrmt ,ee’wasn t
scheduled to meet untrl March “but ad~ '

, mlmstratron ofﬁcxals agrxculture ofﬂ~ i

cials and WHEDA all pushed to get joint - -
finance members togethf 'before then to‘

(o

~Because the proposeri new emergency e

~hog loan program is a modification of RTRRe
the CROP program, no laws need to be’” SO

changed to put it into’ effect. That also’q, : o
means that standard criteria are in effect. o
The loan guarantees are for 90 percent oi‘, R

 the loan amount, which 'means that the‘,,, RO

local bank which partrcnpates in the ey
WHEDA program ‘will suffer the othen‘ R
+~10"percent loss i in cases where a farmer«‘, RN
defaults. R R
The hog emergency loan program wi
be for a term of three years, compared to,’ T
-the CROP loan program wln‘h‘ offers,; L
loans for only oneyear. - Vo
There was some concern at WHEDA. R
that the new emergency loan pr
not jeopardize the existing progra o
cluding CROP, so a total of $5 mi s
being set aside for the hog loans fIf they‘ IR
see a huge demand for the pro am an
more guarantee funds would be need
the agency would need to £ to the ]

* While the cap on CROP loans is at

$20,000, this new hog program wouldﬂ‘,

8.5t09 percent range ,

Currently the CROP program leverag—
es $30 million in state guarantees. As
with that program, the new hog emergen-
cy loan program will be on a ﬁrst-come
first-served basis.

Farmers with access to the World
Wide Web can access the WHEDA web-
i r ' www.wheda
.com. The website includes information -
on all the local banks that work with the =~ -
agency to provide the loans to farmers. -’

Farmers can also call WHEDA's toll-
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‘global trade have
slammed shut on
‘some area farmers

In June, Mike Salter’s hogs were worth $131 apiece.
“In December, I was getting $26 per pig. It costs $95-
- $100 to raise a pig, and that doesn’t include anything but
. raising the pig,” Salter says.
ing plant went on strike. Canadian
hog producers, hungry for a market,
flooded the U.S. with live hogs.
“When Canada had a labor strike,
they dumped 100,000 more pigs a
“week down here,” Salter said.
‘NAFTA’ is the name Salter gives
his frustration, though he knows the

~ Canadians or a single trade pact.
NAFTA is more than an acronym
for the North American Free Trade
Agreement. It has become sort of an
emblem for a collection of economic
changes, like globalization and in-

lating its effect difficult.

“They are all interrelated. That is
the reason it is so hard to disentan-
gle,” said Anthony Chan, managing director and chief
economist for Banc One Corp. investment advisers.
“NAFTA is essentially part of the globalization trend.”
NAFTA, for the most part, has the same friends and
~ enemies it did before it took effect in 1994.
~_ Its proponents said NAFTA would stimulate job growth

in the U.S., elevate Mexico’s standard of living, protect
- USS. investments in Mexico and generally breed econom-
 ic strength by eliminating or reducing most tariffs and
 trade barriers between Canada, the U.S. and Mexico.

. Detractors warned highly paid American jobs would

become low paying Mexican jobs - the “giant sucking
sound,” Ross Perot predicted in 1992,

causes are more complicated than

dustrial consolidation, that make iso-

- FOX VALLEY INC. COVERSTORY ® MONDAY, JANUARY 25, 1999 @

market soared.

]

 Sources: KR, Census Bureau

~ Five years later, both sides are exchanging “I-told-you-
0’s” .over a chasm - of statistical and ideological differ-

‘ences.- L e
.. One of the problems in evaluating NAFTA is that ana-
!lysts don't agree on benchmarks. - i

~ “The confusion arises in large part because partici-
pants in the debate can’t even agree on the appropriate -
criteria for evaluating NAFTA. Because NAFTA appears

" to have performed well under some criteria but less suc-

cessfully under others, the choice of measuring sticks
matters a great deal,” concluded The Century Foundation
in its 1997 study “Evaluating NAFTA - Its Impact So Far
on the U.S.” ~
- Proponents call NAFTA a success because, according -
to the U.S. Office of Congressional Research, there are
now 680,000 more U.S. jobs than there were in 1994. U.S. -
exports to Mexico and Canada grew to a record $191 bil-
lion by 1996. Canadian un ‘
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